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THE DECISION ON THE 1987 WHEAT PROGRAM 
by 
Jay C. Andersen, Frank A. Condie, and Terrell Sorensen 
Wheat producers in Utah have a choice in participating in the 1987 
government wheat program. The sign up period is from October 1, 1986, to 
March 31, 1987. Advance deficiency payments are available upon signing up. 
The advance payment will be 40 percent of the projected deficiency rate at 
this time. For most growers it appears that participation in the program 
will again be much more profitable than nonparticipation. But it would be 
advised that you calculate the details for your own farm based on data in 
Tabl e 1 and worksheets (Tabl es 2 and 3) or simi 1 ar ways to est i mate the 
with and without conditions. 
For those already signed up for the 1987 wheat program, it would be 
good to carefully examine the guidelines of the sodbuster/swampbuster 
provisjon, especially those wheat farmers that also have pasture and 
alfalfa crop rotations with their wheat crops. Wheat farmers with fields 
\ I 
of alfalfa or pastur'es that were planted before 1981 should check with 
their ASCS office before returning these fields to wheat or feed grain 
production. If these fi~lds are on highly erodible land they would need a 
conservation plan to see if they could qualify for the government program 
and still plow these crops out for the coming crop year. 
Sodbuster/Swampbuster Rules 
A change in the sodbus te r / s w amp bus ter provi s ions needs your careful 
consideration and analysis. The Act provides that any' person who in any 
c r 0 p yea r p r ad u c e san a g ric u 1 t u r a 1 com mod i t yon a fie 1 din w hi c h h i g h 1 y 
erodible land is predominant without an approved conservation system or a 
newly converted method shall be ineligible for: 
1) commodity price support or production adjustment payments; 
2) farm storage facility loans; 
3) disaster payments; 
4) payments for storage of CCC grain; 
5) Federa 1 crop insurance; and 
6) loans made, insured or guaranteed under any provision of law 
administered by the Farmers Home Administration if the Secretary 
determi nes that the proceeds of such a loan will be used for a 
purpose that will contribute to excessive erosion of highly 
erodible lands or to conversion of wetlands for agricultural 
production. 
Accord i ng to the Act, highly erod i b 1 eland shall be cons i dered to be 
predominant on a field if one-third or more of the total acreage is 
identified as soil map units which are highly erodible; or 50 or more acres 
in such ffeld is identified as soil map units which are highly erodible. 
The local Soil Conservation Service will be responsible for the 
following services: 
1) Develop and maintain criteria for identifying highly erodible 
1 ands. 
2) Prepare, and make available to the public, lists of highly 
erodible soil map units. 
3) Make soil surveys for purposes of identifying highly erodible 
1 and. 
4) Provide technical guidance to conservation districts which must 
approve conservation plans and systems in consultation with local 
county ASC committees and SCS for the purposes of this part. 
Section 1212 of the Act provides that, during the period beginning 
December 23, 1985, and ending on the later of January 1, 1990, or the date 
that is two years after the date land on which a crop of an agricultural 
commodity is produced was mapped by the SCS, no person shall become 
ineligible under the highly erodible land conservatt~n 'provisions for 
... 
program loans, payments, and benefits as -the result of the production of a 
crop of an agricultural commodity on any land that was: (a) cultivated to 
produce any of the 1981 through 1985 crops of an agricultural commodity; or 
(b) set-aside, diverted or otherwise not cultivated under a program 
administered by the Secretary for any such crops to reduce production of an 
agricultural commodity. 
These exemptions allow affected persons to continue the production of 
agricultural commodities on highly erodible land through January 1, 1990, 
without having to actively apply a conservation plan to maintain program 
eligibility. This exemption is applicable only in cases where the land was 
cultivated to produce an agricu~tural commodity or was used as set-aside or 
di verted acreage under any product i on adjustment program. Land that was 
devoted to perennial crops not requiring annual tilling during the years 
1981-1985 is not included in the exemption, since such plants are not 
included in the definition of agricultural commodity as set forth in the 
Act. 
The Act also provides that no person shall become ineligible under 
the highly erodible land conservation provisions for program loans, 
payments, and benefits as the result of the production of a crop of an 
agricultural commodity planted before December 23, 1985, or during any crop 
year beginning before such date. 
Section 1212 of Act also provides that no person shall become 
ineligible for program payments as the result of the production of a crop 
of an agricultural commodity on highly erodible land if such person is 
using a conservation system on such land. This provision is incorporated 
in the rule. A person is considered to be using an approved conservation 
system when the planned conservation practices are being used on the land 
in accordance with the conservation plan. 
Additionally, the Act provides that if, as of January 1, 1990, or 2 
years after the SCS has completed a soil survey for the farm, whichever is 
later, a person is actively applying a conservation plan based upon the 
local SCS technical guide, such person shall have until January 1, 1995, to 
comply with the plan without being subject to program ineligibility. This 
provision applies only in cases where the highly erodible land was culti-
vated to produce any of the 1981 through 1985 crops of an agricultural 
commodity or the highly erodible land was used as set-aside, diverted or 
otherwise not cultivated under a program administered by the Secretary for 
any such crops to reduce production of an agricultural commodity. 
A lot of Utah wheat ground is classified as highly erodible land, 
hence it would be well to closely look into this particular Act, if you are 
cons i deri ng bei ng in the 1987 wheat program. Be careful, too, in plow i ng 
out perennial crops like grass or hay that were planted prior to 1981. 
That may make you ineligible for the program. 
50/92 Provision 
Wheat growers who underp1ant their permitted acreage may receive 
deficiency payments on a portion of their underplanted acreage. They must 
plant at least 50 percent of the permitted acreage to wheat and the remain-
ing permitted acreage must be in an approved Conserving Use (CU). Perma-
nent pasture and hay land are considered approved conserving uses. When 
these criteria are not met, the producer will be eligible to receive defi-
ciency payments on up to 92 percent of the permitted acreage. These 
deficiency payments are determined by multiplying the declared deficiency 
payment times the program yield for the farm times 92 percent of the 
permi tted acreage. In 1987, product i on of nonprogram crops wi 11 not be 
permitted, although the state ASC committee can allow CU land to be grazed 
and hayed from January 1 to April 30 and from October 1 to December 31, 
1987. 
Cross and Offsetting Compliance 
Limited cross compliance requirements will be in effect for 1987 crops 
of w h eat, fee d g r a in, and cot ton. To be inc 0 m p 1 ian c e wit h the pro gram, 
the acreage planted for harvest on a farm in the other program commodities 
may not exceed the acreage bases for those commodities. Offsetting 
compliance requirements will not apply, that is, program eligibility on a 
farm will not be affected by actions taken with that commodity on another 
farm. 
Using Worksheets to Calculate the Best Option 
Many of the data for calculations on the program are found in Table 1. 
Note from Tabl e 2 th.at you need i nformat i on on your expected income and 
cropping costs. It would be most appropriate to budget through a number of 
situations on possible yield and price outcomes. As can be seen from Table 
3 where we have used price and cost data that are average expectations, it 
would be most favorable to participate in the 50/92 program and nearly as 
good to go 100 percent on the regular program participation but very 
unfavorable to be a non-participant. Remember, however, that special 
provisions of the sodbuster rules may require you to pay special attention 
to remain eligible for program benefits. 
Table I 
Item 
1. Target price .......... . 
2. National Average Loan Level ... . 
3. Acreage Reduction Percentage 
4. Permitted Acreage Percentage (1.0 -
5. Acreage Conservation Reserve (ACRl 
6. Projected Deficiency Payment Rate 
7. Advance Deficiency Payment Rate .. 
1987 Wheat (Bu) 
. . . . . . . . . . 4.38 
. . . . . . . . . . 2.28 
· . . .. .275 
#3) . . . . . . . . .. .725 
. . . . . . . . . . .. .3793 
· . . . . 2.10 
· . . .. .84 
I Defi ci ency payment rates are determi ned in two phases. Fi rst: Based on 
difference (maximum level - $1.53 (bu.) between target price ($4.38/bu) 
and higher of: (1) Basic loan level $2.85/bu. or (2) weighted average 
farm price during first 5 months (June - October) of marketing year. 
Payments earned under this phase are 1 imited to $50,000 per person and 
woul d be pa i d after December 1, 1987. Second: Based on difference 
( m ax i mum 1 eve 1 - $ 0.57 / b u) be t wee n bas i c 1 oanleve 1 ( $ 2.85/ b u) and h i g her 
of (1) announced loan level ($2.28/bu) or (2) season average farm price 
(June 1987 - May 1988). Payments earned under this phase are not subject 
to $50,000 payment limitations and would be paid after July 1, 1988. 
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Acreage Allocation 
1. ASCS Wheat Base 
2. Permitted Program Acres 
3. Acres Planted 
4. Acres reduced 
Income Variables 
5. Expected Wheat Yield 
6. ASCS yields 
7. Expected Wheat Price 
8. CCC Wheat Loan Rate 
9. Expected Deficiency Payment 
Cost Variables 
10. Wheat Variable Cost Per Acre 
11. Maintenance of ARP acres 
Table 2 
12. Total Variable Cost (#10 x #3 + #11 x #4) 
Income Calculations 
13. Wheat Crop (#3 x #7 x #5) 
14. Deficiency Payment (#9 x #6 x #3) 
(#9 x #6 x #2 x .92) 
15. Total Income (#13 x #14) 
Cost Calculations 
16. Total Income (#15) 
17. Total Variable Costs (#12) 
18. Net Returns over variable costs (#16-#17) 
Level of Participation 
$2.28 $2.28 
$2.10 $2.10 
$2.28 
N/A 
N/A 
N/A 
aparticipation in government program, planting maximum acres that is 
allowed 
bparticipation in government program, planting 50 percent of allowable 
acreage 
cNon-participation in government programs 
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Acreage Allocation 
1. ASCS Wheat Base 
2. Permitted Program Acres 
3. Acres Planted 
4. Acres reduced 
Income Variables 
5. Expected Wheat Yield 
6. ASCS yields 
7. Expected Wheat Price 
8. CCC Wheat Loan Rate 
9. Expected Deficiency Payment 
Cost Variables 
10. Wheat Variable Cost Per Acre 
11. Maintenance of ARP acres 
Table 3 
12. Total Variable Cost (#10 x #3 + #11 x #4) 
Income Calculations 
13. Wheat Crop (#3 x #7 x #5) 
14. Deficiency Payment (#9 x #6 x #3) 
(#9 x #6 x #2 x .92) 
15. Total Income (#13 x #14) 
Cost Calculations 
16. Total Income (#15) 
17. Total Variable Costs (#12) 
18. Net Returns Over Variable Costs (#16-#17) 
Level of Participation 
100% 50% 
100 
72.5 
72.5 
27.5 
32 
30 
2.28 
2.28 
2.10 
100 
72.5 
36.3 
63.7 
32 
30 
2.25 
2.28 
2.10 
None 
100 
N/A 
100 
N/A 
32 
30 
2.28 
N/A 
N/A 
105.29a 105.29a 105.29a 
10.00 10.00 N/A 
7908.53 4459.03 10529.00 
5289.60 2648.45 
4567.50 N/A 
N/A 4203.10 
9857.10 6851.55 
7296.00 
N/A 
N/A 
7296.00 
9857.10 6851.55 7296.00 
'-7908.53 4459.03 10529.00 
1948.57 2402.52 (-3233.00) 
aTaken from Enterprise Budgets for Farm and Ranch Planning in Utah, 1986. 
